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Please state your name and business address.
My name is Dianna Hathhorn. My business address is 527 East Capitol

Avenue, Springfield, llinois 62701.

By whom are you employed and in what capacity?
{ am an Accountant in the Accounting Department of the Financial
Analysis Division of the lllincis Commerce Commission (*Commission” or

“1CC7).

What is the function of the Commission’s Accounting Department?

The Department’s function is to monitor the financial condition of public
utilities as part of the Commission’s responsibilities under Article IV of the
Public Utilities Act and to provide accounting expertise on matters before

the Commission.

Please describe your background and professional affiliation. '

I am a licensed Certified Public Accountant. | earned a B.S. in Accounting
from lllinois State University in 1993. Prior to joining the Commission in
1998, | worked as an internal auditor for another llinois state agency for
approximately 3.5 years. | also have 1.5 years experience in public

accounting for a national firm.
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Q. Have you previously testified before this Commission?

A Yes, | have.

Q. What are your responsibilities in this case?

A, | have been assigned to this case by the Manager of the Commission’s
Accounting Department. | am to review Apple Canyon Utility Company's
{"Company”) filing, analyze the underlying data and propose adjustments

when appropriate.

Purpose of Testimony

Q. What is the purpose of your testimony in this proceeding?
A. The purpose of my testimony is as follows:

1. 1o present the Commission Staff's (“Staff”) adjusted operating
statements and rate base of the Company;

2. to propose adjustments to the Company’s operating statement
and rate base concerning add-on taxes, insurance expense,
income taxes, health insurance, rate case expense, monthly
billing expense, maintenance expense, and pre-1971

investment tax credits,

Q. Are you sponsoring any schedules with your testimony?
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A Yes. | prepared the following schedules for the Company, which show

data as of, or for the test year ending December 31, 2002:

Revenue Requirement Schedules

Schedule 1.1 -
Schedule 1.2 -
Schedule 1.3 -
Schedule 1.4 -
Schedule 1.5 -

Schedule 1.6 -

Adjustment Schedules
Schedule 1.7 -

Schedule 1.8 -
Schedule 1.9 -
Schedule 1.10-
Schedule 1.11-
Schedule 1.12 -
Schedule 1.13-

Schedule 1.14 -

Statement of Operating Income with Adjustments
Adjustments to Operating Income

Rate Base

Adjustments to Rate Base

Interest Synchronization Adjustment

Gross Revenue Conversion Factor

Adjustment for Add-On Taxes

Adjustment to Non-Health Insurance Expense
Adjustment to Income Taxes

Adjustment to Health Insurance Expense
Adjustment to Rate Case Expense

Adjustment to Monthly Billing Expense
Adjustment to Normalize Maintenance Expense

Adjustment for Pre-1971 Investment Tax Credits
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Revenue Requirement Schedules

Q.

Piease describe Schedule 1.1, Statement of Operating Income with
Adjustments.

Schedule 1.1 derives the required revenue at the Staff proposed rate of
return. Cotumn (B) presents the Company’s pro forma operating
statement at present rates for the test year as refiected on Company
Schedule B. Column {C) reflects the total of all Staff adjustments shown
on Schedule 1.2. Column (D) reflects the pro forma operating statement
at present rates per Staff. Column (E) presents the Company proposed
increase to revenue. Column (F) adjusts revenue to reflect Staff's Gross
Revenue Conversion Factor. Column {G) is Staff's Operations and
Maintenance ("*O8M") Statement inclusive of the Company's proposed
revenue increase. Column (H) is the necessary reduction from the
Company’s proposed revenues, adjusted for Staff's Gross Revenue
Conversion Factor, to arrive at Staff's computed revenue requirement as
reflected in Column (1). Net Operating Income in Column (1), line 21, is
the product of Rate Base, line 22, and Rate of Return, line 23. Column (1),
line 24, is the difference between current revenues and required revenues
as determined by Staff. Column (1), iine 25, is Staff's calculated

percentage change in revenues.

Please describe Schedule 1.2, Adjustments to Operating Income.
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86 A Schedule 1.2 identifies Staff's adjustment to Operating Income. The

| 87 source of each adjustment is shown in the heading of each column.
88 Column (Q) from page 2 of 2 is carried forward to Schedule 1.1, Column
89 (C).
20

g1 Q. Please describe Schedule 1.3, Rate Base.

92 A Schedule 1.3 compiles Staff's rate base. Column (B) reflects the

a3 Company's proposed rate base. Column (C) summarizes Staffs

04 adjustments to rate base. Column (D)} is the net of Columns (B) and (C),
95 and reflects Staff's computed rate base.

96

g7 Q. Please describe Schedule 1.4, Adjustments to Rate Base.
98 A Schedule 1.4 identifies Staff's adjustments to rate base. The source of
99 each adjustment is shown in the heading of each coiumn. Column (1} is
100 carried forward 1o Schedule 1.3, Column (C).
101

102  Interest Synchronization

103 Q. Please explain Schedule 1.5, Interest Synchronization Adjustment.

04 A Schedule 1.5 computes the interest component of the revenue

105 requirement. The interest expense (component} is computed by
106 multiplying the rate base by weighted cost of debt. The caiculated interest
107 expense is then compared against the interest expense used by the

5
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Company in its computation of test year income tax expense. The tax
effect of the difference in interest expense is the adjustment for interest
synchronization. The effect of this adjustment is to ensure that the
revenue requirement reflects the tax savings generated by the interest

component of the revenue requirement.

Revenue Conversion Factor

What is the purpose of Schedule 1.6, Gross Revenue Conversion Factor?
Schedule 1.6 presents my proposed adjustment to the gross revenue
conversion factor {(“GRCF”). The GRCF is applied to the operating
income deficiency to derive the total amount of revenue required for the
income deficiency and the associated increase in income tax expense and
uncolléctible expense change. It is based upon the applicable federal tax
rate, State income tax rate, and uncollectible rate. This adjustment to the
various components of the GRCF is carried forward to Schedule 1.1,

Column (F).

Adjustment for Add-On Taxes

Q.
A.

Please describe Schedule 1.7, Adjustment for Add-On Taxes

Schedule 1.7 reflects my proposed adjustment to operating expense to

disallow public utility taxes at present rates. Gross revenues taxes are an
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add-on charge to customers' bills, are not an actual operating expense of
the utility, and therefare, should not be a part tariffed rates. According to
the Company's response to Staff Data Request DLH-2.10, these amounts
are not recorded in revenues; though, so no corresponding adjustment is
needed to the revenues amounts in the revenue requirement. My
adjustment is consistent with the Commission’s practice to remove add-

on taxes from both revenues and expenses.

Adjustment to Non-Health Insurance Expense

Q.

Please describe Schedule 1.8, Adjustment to Non-HeaIth Insurance
Expense.

Schedule 1.8 reflects my proposed adjustment to operating expense to
disallow amounts from the Company's pro forma increase to insurance
expense for amounts that are not known and measurable. The
Company's requested increase is based on calculated amounts for auto,
property, and worker's compensation premiums for 2004. My adjustment
uses the 2003 rates for the 12-month period. The Company's estimate is
based only on the percentage change in premiums from 2003 to 2004.
The Company stated it would not receive its 2004 rates until
approximately September 2003. (Company response to Staff Data

Request DLH-3.01) If this timing is correct and the documentation is

provided to me, | will revise my adjustment in rebuttal testimony to reflect
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the most recent known and measurable insurance rates. Until that time,

the 2003 rates are proper to use.

Adjustment to Income Taxes

Q.

A.

Please describe Schedule 1.9, Adjustment to Income Taxes.

Schedule 1.9 presents my adjustment 1o state and federal income tax
expense in the test year based on the use of a unitary state income tax
rate. The Company pays its lllinois state income tax as a member of a
unitary business group. Therefore, it is appropriate to use a unitary tax
rate in determining the revenue requirement. This issue was previously
litigated in Docket No. 98-0046, which was a rate case of an affiliate of the
Company that uses the same income tax expense methods. The
Commission concluded in that docket that the unitary tax rate is proper for

ratemaking purposes.

How was the unitary tax rate calculated?
The unitary tax rate that | use in my proposed adjustment is the average
of the effective unitary tax rates for 1999 and 2000, which were calculated

by dividing Utilities, Inc.’s lllinois state income tax liability for the

respective year by its total state taxable income for that year.
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Why was the effective unitary tax rate for 2002 or 2001 not used in the
calcuiation of the unitary tax rate for the test year?
The Company has not yet filed its 2002 taxes. Also, the 2001 lllinois state
income tax liability for Utilities, Inc. is zero; therefore, there is no lllinois
state income tax rate for 2001. For ratemaking purposes, it is reasonable
to calculate a unitary tax rate based on the two most recent years in which

Utilities, Inc. incurred lllinois income tax liability.

Adjustment to Health Insurance Expense

Q.

A

Please describe Schedule 1.10, Adjustment to Health Insurance Expense.
Scheduie 1.10 presents my adjustment to operating expense to reflect the
most recent information available to calculate pro forma health insurance
expense over a 12-month period. The Company’s adjustment is based
upon the percentage change of the affected health and dental insurance
accounts at 3/31/2003 compared to the same accounts at 3/31/2002,
resulting in a 106.08% increase. My adjustment uses the 6/30/2003
account balances to calculate an annualized 2003 expense. | then
compare my calculated 12/31/2003 amount to the 12/31/2002 balance to
determine the estimated percentage increase over the entire year, which
is 27.34%. As my calculation is based upon more recent actual Company
balances over a 12-month period, it is a better estimate of the increased

cost of health and dental insurance.
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184

195  Adjustment to Rate Case Expense
196 Q. Please describe Schedule 1.11, Adjustment to Rate Case Expense.

197 A Schedule 1.11 reflects my proposed adjustment to operating expense to

198 reduce the amount of Company hours on this case, and to change the

199 amortization period from three to five years. The Company estimated one
200 of its employees would spend 20 hours on this case, however timesheets
201 provided by the Company show that this employee has only spent about
202 two hours on this case through 6/30/2003. (Company response to Staff
203 Data Request DLH-8.02) My adjustment is based upon an estimate that
204 this employee will spend about as much time in the last phase of this case
205 as the beginning, which calculates to 5 hours total for this employee.

206 Finally, the Company is seeking to recover the cost of the rate case over
207 three years. | propose that these costs be recovered over 5 years. The
208 Company’s current rate structure was approved in Docket No. 92-0401 by
209 the Commission, dated August 4, 1993, Given the amount of time that
210 has elapsed since then, | believe that five years is a more appropriate and
211 reasonable amortization period.

212

213 Adjustment to Monthly 8illing Expense
214 Q. Please describe Schedule 1.12, Adjustment to Monthly Billing Expense.
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Schedule 1.12 reflects my proposed adjustment to operating expense to
reflect updated costs for the Company's change to monthly billing. The
cost information provided in discovery, in data request response DLH-
3.06, differed from the amounts filed by the Company in its direct case.
Therefore, my adjustment is necessary to reflect the proper amounts for
the Company's pro forma adjustment for changing to monthly billing. Itis

my understanding that the Company agrees with this adjustment.

Adjustment to Nomalize Maintenance Expense

Q

Please describe Schedule 1.13, Adjustment to Normalize Maintenance
Expense.

Schedule 1.13 reflects my proposed adjustment to operating expense to
normalize the test year amount of certain maintenance expenses. My
review of summary maintenance accounts 401.1X and 401.2B showed
the balances were significantly larger than in previous years 1998 through
2001. (See lines 6 through 10 on Schedule 1.13) The Company explained
the reason was the higher number of main breaks in 2002 compared to
prior years, as shown below: {Company response to Staff Data Requests

DLH-5.01 and DLH-7.01)

Year Number of
Main Breaks
2002 12

2001 2

11
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1999 5
1998 0

Because of the unusually high number of main breaks and related
maintenance and testing expense in the test year, it is reasonable to
adjust the test year to a more normal, recurring level of these expenses.
My adjustment averages the expenses over the 5-year period 1998

through 2002.

Adjustment for Pre-1971 Investment Tax Credits

Q.

Please describe Schedule 1.14, Adjustment for Pre-1971 Investment Tax
Credits {ITCs").

Schedule 1.14 reflects my proposed adjustment to rate base to disallow
the unamortized balance from pre-1871 ITCs. The Company’s response
to Staff Data Request DLH-2.04 reflects that the Company is treating all
ITCs the same, whether or not they occurred before 1871. However, prior
to 1971, the Internal Revenue Code did not forbid the deduction of the
unamortized ITCs from rate base. Absent specific instructions from
Congress, this Commission has taken the position that the pre-1971 ITCs
represent funds not provided by the investors. Funds not provided by
investors are a source of cost-free capital to the Company, and therefore,

should be deducted from rate base.

12
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253

54 Q. Does this conclude your prepared direct testimony?

255 A, Yes, it does.
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Schedule 1.2
Page10f2
Apple Canyon Utility Company
Adjustments to Operating Income
For the Test Year Ending December 31, 2002
Subtotal
Interest Add-Oa Nen-Health Incame Health Rate Case Monthly Operating
Line Synchronization Taxes Insurance Taxes Insurance Expense Billing Statement
No. Description (Sch. 1.5) (Sch. 1.7} (Sch. 1.8) {Sch. 1.9) (Sch. 1.10) {Sch. 1.11) (Sch. 1.12) Adjustments
{a) ) © (@} tej n [t:]] (h U]

1 Operating Revenue $ - 5 - % - % -5 -3 - % - 3 -

2 - - - - - - - - -

3 Total Operating Revenus - - - - - - - -

4 Uncolleetible Accounts - - - - - - - -

5 Maintenance Expenses - - - - - - - -

B General Expenses - - (2,132) - (5.648) {795) (385) (8.961)

7 Depreciation - - - - - - - -

8 Amortization of CIAC - - - - - - - -

9 Taxes Other Than Income - (244) - - - - - (244)

10 - - - . - . . . .

1 - - - - - - - - -

12 - - - - - - - - -

13 - - - - - - - - -

14 - - - - - - - -

15 Total Operating Expense

16 Before income Taxes - (244) (2,132) - {5.648) (795) (385) (8,205)

17 Stale Income Tax 320 5 40 (86) 166 15 7 407

18  Federal Income Tax 5,693 81 71 (861) 1,684 265 128 7.901

19 Deferred Taxes and ITCs Net - - - - - - - -

20  Tolal Operating Expenses 6,013 (158) (1.38% (847) {3.658) {515) {250) {897)

24 NET OPERATING INCOME $ (6,013) $ 158 § 1381 § 947 § 3.658 % 515 % 250 § 897
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Schegule 1.2
Page 2 of 2
Apple Canyon Utility Company
Adjustments to Operating Income
For the Test Year Ending December 31, 2002
Subtotal Normalize Total
Operating Maintenance Unsubst. Qperating
Line Statement Expense Plant Statement
No. Description Adjustments {Sch. 1.13) {Sch. 2.2) (Source) (Source) {Source) (Source) Adjustments
(a) ) (kI U} (m) o} (o} m (g

1 Operating Revenue - - L - $ - § - $ -

z R . . . . - . . .

3 Total Operating Revenue - - - - - - - -

4 Uncoliectible Accounts - - - - - - - -

5 Maintenance Expenses - {12,555) - - - - - (12,555)

&  General Expenses (8.961) - - - - - - (B8.,961)

r Depragiation - - (166) - - - - (168)

8 Amortization of CIAC - - - - - - - -

8 Taxes Qther Than Income {244) - - - - - - (244)
10 - - - - - - - - -
L3 - - - - - - - - -
12 - - - - - - - - -
12 - - - - - - - - -
14 - - - - - - - -
16 Total Operating Expense

16 Before Income Taxes {9,205} (12,555) (168} - - - - {21,926)
17 State Income Tax 407 236 3 - - - - 846
18 Federal income Tax 7.901 4,189 55 - - - - 12,145
18 Deferred Taxes and {TCs Net - - - - - - - -
20 Total Operating Expenses (857) 8,130 (108) - - - - (9,135)

21 NET OPERATING INCOME $ BY7 § 8130 % 108 § - 3 -8 - 8 - 0% 9,135




Line

No.

23

Apple Canyon Utility Company
Rate Base
For the Test Year Ending December 31, 2002

Company Staff
Pro Forma Staff Pro Forma
Rate Rase Adjustmerds Rate Base
Description (Co. Sch. C) {Sch 1.4) {Col. b+c)
@ 5] (5) {d}

Gross Plant in Service
Accumulated Depreciation

Net Plant

Additions to Rate Base
Water Servica Corporation
Cash Working Capital
Deferrad Tank Maintenance

Deductions From Rate Base
Contributions in Aid of Construction
Accumulated Deferred income Taxes
Unamortized Investment Tax Credits
Custamer Advances for Consiruction

Rate Base

§ 2075874 % (74.350) $ 2,001,524

(461.236) (139.472) {600,708)
1,614,638 (213,822) 1,400,816
45,471 - 45471
24,840 (3,027 21,813
- 1,942 1,942
(568,586) 154,386 (414,200)
(44,029} 1,655 (42,474)
- {1,049} (1,049)

- {450,000 (450,000}

$ 107234 §$ (510,015) $ 562,319

Docket No. 03-0399
ICC Staff Exhibit 1.0
Schedule 1.3




Dackel No. 03-0389
1GC Staff Exhibit 1.0

Schedule 1.4
Page 3 of 2
Apple Canyon Utility Company
Adjustments to Rate Base
For the Test Year Ending December 31, 2002
Cash LCustomer
Pre-1971 Warking Unsubstantiated Advances for Plant Held Previous Subtotal
1TCs Capital Additions CIAC Construction  for Future Use Ordars Rate Base
Description (Sch. 1.14} {Sch. 2.1} (Sch, 2.2) {Sch. 2.3) {Sch. 2.4) {Sch 2.5) (Sch. 2.6) Adjustments
(@) ®) o] () (O] [0} (g} (h) U]

Gross Plant in Service $ - § - $ {5,068) § - $ - $ (40,534) § (23,019) % (68,621)
Accurnulated Depreciation - - g7 {17,678) - - (121,999). (139,472)
Net Piant - - {4,671} {17,878) - (40,534) (145,010) (208,093)
Addilions o Rate Base

Walter Service Corporation - - - - - - - .
Cash Working Capital - (3,027) - - - - - (3,027)
Defarred Tank Maintenance - - - - - - - -
Deductions From Rate Base - - - - - - - -
Contributions in Aid of Construction - - - 17,878 - - 138,508 154,386
Accumuialed Deferred Income Taxes - - 19 - - - 1,436 1,555
Unametized Investment Tax Gredits (1.049) - - - - - - {1.049)
Customer Advances far Constructian - - - - (450,000} - - {450,000}
Rate Base $ (1.049) § 3.027) $ (4.552) $ - S (450.000) % (40,534} $ {T.066} § (906.,228)
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Schedule 1.4
Paga 2 af 2
Apple Canyon Utility Company
Adjustments to Rate Base
For the Test Year Ending December 31, 2002
Company
Pro Forma Pro Forma Tank Total
Line Rale Base Plant Painting Rate Base
Na. Description {Source] (Sch. 2.7} {Sch, 2.8) {Source) (Source} {Source} {Source) Adjustments
(8} Ll ) U} . tm} (n} {0} 1] {a)

1 Gross Plant in Service § (68,621) § (5,728) & - $ - $ - $ - 1 - 3 {74,350)
2 Actumulaled Depreciation (139,472) - - - - - - {138.472)
3 R . - - - R . . R
4 Net Piant (208,083) (5,728) - - - - - {213,822}
5 Additions to Rate Base -
5 Water Service Corporation - - - - - - - -
7 Cash Working Capital (3,027) - - - - - - {3,027)
8 Defarred Tank Maintanance - - 1,842 - - - - 1,942
g R . - - - - . . R
10 - - - - - - - - -
1 - - - - - - - - -
12 - - - - - - - - -
13 - - - - - - - - -
19 - - - - - - - - -
15 - - - - - - - - -
16 Daductions From Rate Base

17 Contributions in Aid of Conslruction 154,386 - - - - - - 154,386
18 Actumulated Deferred Income Taxes 1,665 - - - - - - 1,555
19 Unamoriized Inwvestment Tax Credits (1,049) - - - - - - {1,049}
20 Custamer Advances Jar Canstruction {450,000) - - - - - - {450,000}

21 - - - - - - - - -
n - - - - - - - - -

23 Rate Base H (506,228) § {5729) $ 1042 $ - % . - % -8 {510,015)
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Apple Canyon Utility Company
Interest Synchronization Adjustment
Faor the Test Year Ending December 31, 2002

Line
No. Description Amount
@) . )

+  Rate Base $ 562,319 (1
2 Weighted Cost of Debt 4.49% (2
a Synchronized Interest Per Staff 25,248
4 Company interest Expense 42,313 (3
5 tncrease (Decrease) in Interest Exponse {17,065}

6 kncrease (Decrease) in State Income Tax Expense
7 at  1.876% s 320

8  Increase (Decrease) in Federal Income Tax Expense
] at  34.000% ) 5.693

(1) Source: IGC Staff Ex, 1.0, Schedule 1,3, Column d.
(2) Source: ICC Staff Exhibit 4.0, Schedule 4.1.
(3) Source: Company Schedule B.
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Apple Canyon Utility Company
Gross Revenue Conversion Factor
For the Test Year Ending December 31, 2002

Per Staft Per Staff
Line With Without
No. Description Rate Bad Debts Bad Debts
{a) (b) {) (d}
1 Revenuss 1.000000
2z Uncollectibles 2.8300% 0.028300
3 State Taxabile Income 0.871700 1.00003Q
4 State Income Tax 1.87B3% 0.01B232 0.018783
5 Federal Taxable Income 0.953468 0.981237
&  Federal Income Tax 34.0000% 0.324179 0.333621
7  Operaling Income 0629289 64761

8  Gross Revenue Convergion Factor Per Staff 1580005 1.544125




Docket No. 03-0389
1CC Staft Exhibit 1.0
Schetule 1.7

Apple Canyon Utility Company
Adjustment for Add-On Taxes
For the Test Year Ending December 31, 2002

Line
No. Desgription Amount Source
{a) () ic}
1 Public Uility Taxes at present rates per Staff $ -
2 Public Wility Taxes at present rates per Company 244 Company workpaper f

3  Staff Proposed Adjustment $ 244 Ling 1 - line 2
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Page 1 of 2

Apple Canyon Uiility Company
Adjustment to Non-Health Insurance Expense
For the Test Year Ending December 31, 2002

Line
No. Description Amount Source
{a) {k} (e}

1 2002 insurance Expense for WSC 5 1,167,898 Company workpaper b
2 Estimated Auto Increase 71,085 Schedule 1.8,p. 2, line 6
3 Estirnated Workers Comp. Inrease 42,372 Schedule 1.8, p. 2, line 12
4 Estimated Property ncrease 23,193 Schedule 1.8, p. 2, line 18
] Total Pro Forma Insurance Expense for WSC 5 1,304,518 Surm of lines 1 through 4
6 Apple Canyan Allocation factor 0.7250% Company workpaper b
7 Apple Canyon pro forma insurance expense $ ©458 Line 5 xline 6
8 Amount per Campany 11,580 Company workgaper b
2] Staff Proposed Adjustment $ {21 32! Line 7 - line 8




Apple Canyon Utility Company
Adjustment to Non-Health Insurance Expense
For the Test Year Ending December 31, 2002

Line
No. Description Amount Source
{a) (D) (2]
1 Calculation of Estimated Auto Increase:
2 2003 Monthly Rate $ 23,348 Per Company prepared schedule
3 % 12 months 12
4 2003 Auto Insurance Cost 3 280,152 Line 2 " line 3
5 2002 Auto Insurance Cost 209,097 Per Company prepared schedule
[ Difference 3 71,055 Line 4 -#ne &
7 Calculation of Estimated Work mp. lncre
8 2003 Monthly Rate 3 23,233 Per Company prepared schedule
9 x 12 months 12
10 2003 Workers Comp. Cost S 278,796 Line 8 * line &
11 2002 Warkers Comp. Cost 236,424 Per Company prepared schedute
12 Difference 3 42,372 Ling 10 - line 11
13 Calculation of Estimated Property Ins. Increase:
14 2003 Monthly Rate 3 10,115 Per Company prepared schedule
15 x 12 months 12
16 2003 Property Ins. Cost 3 121,380 Line 14 x line 15
17 2002 Property Ins. Cost 98,187 Per Company preparec schedule
t8  Difference 3 23,193 Ling 16 - ling 17

Docket No. 03-0399
CC Staff Exhibit 1.0
Schedule 1.8

Page 2 of 2
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Line
Na,
(a)

Source;
Line 1
Line 2
Line 3

Docket No. 03-0399
ICC Staff Exhibit 1.0

Schedule 1.9
Page 2 of 4
Apple Canyon Utility Company
Adjustment to Income Taxes
For the Test Year Ending December 31, 2002
Description Amount
(b) {c)
Unitary Tax Rate for 1999 1.5014%
Unitary Tax Rate for 2000 2.2512%
Unitary Tax Rate for Test Year 1.8763%

Schedule 1.9, Pags 3, Line 25
Schedule 1.9, Page 4, Line 25
(Line 1 + Line 2)/2
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Apple Canyon Utility Company
Adjustment to Health Insurance Expense
For the Test Year Ending December 31, 2002

Line
No. Description Amount
{a) (6
1 Pro forma heaith insurance expense per Staff % 10,330
2  Proforma health insurance expense per Company 15,978
3 Staff Proposed Adjustment $ {5,648)
Note 1;
2002 Apple Canyon health insurance expense $ 8,112
Pro forma increase per Staff 27.34%
Pro forma health insurance expense per Staff $ 10,330

Scurce

(©

Note 1

Company workpaper e
Line 1 - line 2
Company workpaper e

Schedule 1.10, page 2, line 11
Line 8 * fine 9

Docket No. 03-0399
{CC Staff Exhibit 1.0
Scheduyle 1.10
Page 10f 2
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Apple Canyon Utility Company
Adjustment to Health Insurance Expense
For the Test Year Ending December 31, 2002

Line
Description Amount Source
(@) 1t ()
Water Service Corp. Balance at 6/30/2003:

1 Health Insurance Premiums $ 225,088 Company response to DLH-8.01
2  Dental Premiums 10,830 Caompany response to DLH-8.01
3  Health Insurance Reimbursements 1,204,228 Campany response to DLH-8.01
4 Health Costs and Other 20,432 Company response to DLH-8.01
5  Dental Insurance Reimbursements 68,283 Company response to DLH-8.01
6  Employees insurance Deductions (237,728) Company respense to DLH-8.01
7 Total $ 1,291,133
B Average 2003 monthly expense - $ 215,189 Line 7 divided by B

9  Annualized 2003 total expense 3 2,582,266 Line & * ling 9

10 2002 total expense $ 2,027,835 Provided by Company

11 Perceniage change 27.34% (Line 9 /line 10} - 1
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Apple Canyon Utility Company
Adjustment to Rate Case Expense
For the Test Year Ending December 31, 2002

Line .
No. Descriplion Amount Source
(@ ] [C]
1 Rate case expense per Staff $ 811 MNote 1
2  Rate case expense per Company 1,606 Company workpaper d
3  Staff Proposed Adjustment 5 795 Line 1-line 2
Note 1: Water Service Personnel hours
Capitalization rate-SML $ 51 Company workpaper d
SML estimated hours per Staff 5
SML estimated cost per Staff $ 255 Line 8 * line 9
Remainder of rate cases expenses unchanged by Staff § 3,799 Company workpaper d
Total rate case expense per Staff $ 4,054

S-year amortization period $ 811
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Apple Canyon Utility Company

Adjustment to Monthly Billing Expense
For the Test Year Ending December 31, 2002

Line
No. Description Amount . . Source
(s) (63 e}
1 Monthly Billing Expense adjustment per Staff % 3,002 Company response to DLH-3.06
2 Monthly Billing Expense adjustment per Company 3477 Gompany workpaper ¢

3  Staff Proposed Adjustment $ 385 Line 1-line 2




Line

Description

[EH

Maintenance and Tasting expanse per Staff
Maintenance and Testing expense per Company

Staff Proposed Agjustment

Lalculation of Normalized Mainl, Expense
Summary Accounts 401.1X and 401.28:
1998

1698

2000

2001

2002

Total
Average pver 5 years

Docket Mo, 03-0389
ICC Staff Exhibil 1.0
Schedule 1.13

Apple Canyon Wtility Company
Adjustmaent to Normalize Maintenance Expense
" For the Test Year Ending December 31, 2002

Amounl
L]

] 6,782

19,337

S (2sss

5 6,565
1,924

2,536

3,547

19,337

—_— T

S 33,909
S 6,782

Source
ic)

Line 12
Per Company Trial Balance, Account 401.1X $13,014 and 401,28 §6,323

Line 1-line 2

Company response to CLH-7.01
Company Trial Balance
Company Trial Balance
Company Trial Balance
Company Trial Balance

Sum of lines 6-10
Line11/5
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Apple Canyon Utility Company

Adjustment for Pre-1971 Investment Tax Credits
For the Test Year Ending December 31, 2002

Line
No. Crescription Amount Source
] ] {©
t  Pre-1971 Unamortized ITC per Staff $ (1,049) Company response to DLH-2.04
2 Pre-1971 Unamortized ITC per Company ]

3 Staff Proposed Adjusiment to Rate Base $ (1,049 Line 1 -line 2




